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Foro 3{0G12
(April1986) UNITED STATES

DEPARTMET{T OF THE INTERIOR
BUREAU OF I.AND MANAGEMEI.IT

COAL LEASE

Scrial Numbcr

un -789s3

PART I. LEASE RIGHTS GMNTED

Ttrir lcarc. cntertd into by and bctwecn the Uxrmo Stetes or A.nenrcr. hereinaftcr callcd leaeor, through the Bureau of t and Managcncnt and(Namc atd Adf,lrpit) .
ANDALEX Resources, In9. (509) Intermountaih hwer Agency (509)
45 t lest 10000 South, Sui te 401 10653 S. Riverj f i i^fwa!, Sir i  te 120
sandy, utah 84070 .' south .lordan, 

'[tah gabgs

hereinaftcr callcd leoscc,.i? ryvi.(dq#J0 . 

' 
1 ?001, for a period of z) ycan and for n long rbcrcaftcr er coat ie produccd in comncrcistguantitice fron the leaecd landr, subicct to nadjuetoent of learc t ras at the end of rlc !!th lcarclcar and cach rOi."r-pUoa th";ft ;:------

Sc. t. Tbi. lcarc ir bsucd pureuant end eubjcct to thc teiur end provirionr of the
El uinaatLandrlrerirgActofl9till,AcofFcbrua4r25,l9Z0.,uanendcd,{lStsLllxl.glU-s.C-lEr.2g?,hcreinafteirefcrtcdtoarthcAct

E Uincnt lrslilg Aa for Acquipi rrnfl|, 163 of Augurt?. l9l?,6r Star 9f 3, fl) U-TC. g5l€Sg|:

and to thc_regtlatione and fotaal orden of tbe Sccreta4r of the Intcrior whiclr ar,e nos or bcreafter in foruc, rbco not inc.onaiatcnt with thc erpn'and epccific provieione bercil.

Scc. e L€sol, in oneideration of any boD-ule!, te-ntt, and royal-Fea to !c faid, and thc conditione and covenantr to bc obecrwcd ar hcrcin ect forrh-
lereby trante and leaeoa to lcssee the erclurive riglt aDd privilegc to drill for, minc, Gxtract Femovq or ottr"r"'i"" ;-*""-il dt";;.fiiil;;i
deposits in, upon, or uader tlrc following deecribed landr:

T.  16 S. ,  R.  7  E. ,  SL l , l ,  UT
Sec. 4 , l{zsn, SZSl.lN}| ;
SeC.  5 ,  SE, 'SZSENEI
Sec.  8 ,  E2,  NENW, S2Nl { ;
Sec. 9,  Nl ' l .
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containing. 880 ' 00 - 8cne8' norc or teaa, to3ethervith the right to c"onatruct euch worlr,-buildingr, plants, etnrcturea, equipment and apptiancceand therfuhtto uaesuch on'leaae righte-of'way which may be neceaaary and convenienti" $t"o"o"i""of thcrighte and privilegcca""nted,rubjcctto
the conditione berein provided.

PART II. TERMS AND CONDITIONS

Sec. l. (a) RENTAL RATE - laaaee shall pay legsor renral annually and
in advance for each acre o{ra^clion thereof during the continuancc of
the leaac at the rate oft 3. UU for each leare year.
(b) RENTAL CREDITS - Rental shall not be credited againet eirhcr
production or advance royalticc for any ycar.

Sec. 2. (a) PRODUCTION ROYALTIES - The royalty shall b€ 8 per.
cent ofthc value ofthe coal ag setfonh in the rcgulations. Royaltiea are
due to leaeor the final day ofthc rnon3h eucceeding the calendar month
in which thc royalty obligation lGcruc!.
(b) ADVANCE ROYALTIES - Upon rcqueet by the leaece, the authorized
officer may accept, for a total of not more than l0yeare, the paymentof
advancc royaltiea in lieu of continued operation, consietent with the
regulationr. The advance royalty ehall bc baced on a percent of the
value of a mininum nurnber of tonr deterrrincd in the manner
establiehed by tlre advance royalty regulationa in cfrect at the time the

appropriatc,



Scc.6. DOCUMENTS. A/IDENCE AND INSPECTION - At euch tinee and
in eucb forn ae leaaor may pres.ribc, lesaee ahdl furnish detailed
statcment! ahowing the arnounta and quality of all products removed
and aold fron the lcaec, the proceedr lherefron, and the a.urount uacd
for p'roduction purTorer or unavoidably lost

lensee ehall Leep open at all reaeonable timca for the inspection ofany
f authorized offi cer of leeaor, the leaeed premiaee and all aurface and
]rground i.nrprovemcDtr, wotl!, machinery, ore stochpiles, equip

mEnt, and all booLe, accounts, mepr, and records rclative to operationa,
rur:veys, or inveetigatioDs on or undcr thc lcaecd lands.

besc€ ehall allow leseor ac'ccra to and copying of documcnts rceoon-
ably neceasary io verify leeseb complianct with terms and conditionr of
the leaec.

Whilc this leaee remainr in effect, informatioa obtained under thie
aection ghall be closed to inapection by the public in accordance with
the Freedon of Information Act (5 U.S.C:552).

Sec. ?. DAMAGES TO PFOPERW AND CONDUCT OF OPERATIONS -
Leaeec ahall comply at its own erpenee with all reasonable orders of the
Secretary, resp€cting diligent operations, prevention of wastc, and
protcction of other re6ouhce!.

less€€ shall not conduct exploration opcrationa, other than caeual ure,
vitlrout an approvcd exploration plan. AJI exploration plana prior to
the corrmencement of mining opcrations within an approved mining.
pcrmit area ahall be submitt€d to the authorized officer.

I.cseee ehall carry on all operatione in accordancc with approved
methoda and practicea aa provided in the operating regulations, baving
due regard for the prevention ofinjury to life, health, or property, ald
prevention of waate, damage or degradation to any land, air, water,
cultural, biological, vieual, and ot}er r€aouro6, including mineral
deposits and formationg ofmineral depoaits not leaeed hereunder, and
to other land uaea or uaei8. Lcssec ehall tale mea8urea deemed
necesaary by lesaor to accompliah the intent of this leaee term. Such
measures may include, but are not lirrit€d to, modification to propoaed
siting or deaign offacilitiee, timing ofoperatione, and specification of
inttrim and final reclamation proccduree. lrsaor rrea€rrea to itself the

]o lease, sell, or otherwiac dispoae of the aur{ace or other mineral
llt" in the tanda and the right to continuc exirting uaeo and to

CMrize future uaes upon or in the leased lands, including iseuing
leaees for mineral depoaita not covered hereunder and approvipg
eaaerD€nta or rights-of-way. Leggor shall condition auch uaee to prevent
unneceasary or unreasonable intcrference with rights oflesaee ae may
be consiet€nt with croncepte of multiple use and multiple mineral
developmenL

Sec.8. PROTECTION OF DIVERSE INTERESTS, ANO EOUAL OPPORTU-
NITY - kssee ahall: pay when due all tarec lcgally aaeesEcd and levied
under the lawe of the State or thc United Strtce; accord all employeee
complete frecdom of purchaec;pay all wag€s atl€as€ twice eachmonth

lawe of tbe Stste in which the landa are rituated are more restrictive
than the provisiona in this paragraph, then the State lawr apply.

Lesaee will comply with all proviaiona of Erecutive Order No. I t2d6 of
Scptember 2{, 1965, as amended, and the rulee, regulations, and
relevant ordere ofthe Sccretary of Lebor. Ncithcr leee€c nor legaee'e
su bcon tractors chall m aintain ecgregatcd facilitics.

Scc. 15. SPECI L STIPUI-ATIONS -

Se.9. (a) TRANSFERS

fi nria leaae may be transferr€d in shote or in palt to any Denon.
association or corporation qualificd to hold rucb leare in-tcreet.'

D Thie-leaae- b8y only be traneferted in wbote or in part to another
emall bueinees qualified under l3 CFR l2l. :

Transferc of record title, worling or royalty intcreet raust be
approved in accordancc with the r4ulationr.

(b) REUNOUISHMENT - Ihe lceecc may rclinquiah in *titinr !t any
ti.rne all rights under lhis leaec or any portion thcreof ae provided in Ort
regulatione. Upon lesaor'a acrceptancc of the relinquiihmenf" leesce
ahall bc relicved of all futun obligatione undcr the learc or tbc
relinquirhcd portion thereof, whichever ir applicablc.

Scc. 10. OELIVERY OF PREMISES, REMOVAL OF MACH|NERY. EOUtp-
MENT. ETC. - At auch timc ae all portions of thia leaec are rcturncd to

watver Sna|| Dotwatyer snar Dot prevenS ratar cancellation for thc game default
occurring at any other time.

This  coa l  lease is  sub jec t  to  te rmina t ion  i f  the  lessee is  de termined a t  the
t ime o f  i ssuance to  be  in  noncompl iance w i th  Sec t ion  2(a) (2 ) (A)  o f  the  l ' l i nera l
Leas ing  Ac t .
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S.c. 15. SPECI LSfiPUL ?loliEfcmt'Al.

SEE ATTACHED SNPUTATIONS

il{ccHf:0RATED
Douglas H. Smith, President

ANDALEX Resources ,  Inc .-Company or Lessee Name
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SPECHL COAL LEASE STIPT'LITIONS

Fedcral Regulations 43 CFR 3400 perrainir
thc Surface Management Agency, the surfi
Fedcral agency other than the Departmer
prescribc conditions to insure the use and pr
contain lands the surface of which a1e Ta4agcd by the United States Department of
Agriculture, Forest Service, Manti-I-a Sal National Forest.

Thc following stipulations pertain to the Lcssee rcsponsibility for mining operations on
thc lcase area and on adjacent areas as may be specifically deiignated on frational Foresr
System lands.

Stipulation #1
Before undertaking activities that may disturb the surfacc of previously undisturbed
leased lands, thc Itssee may be required to conduct a cuttural t"-source inventory and a
paleontological appraisal of the areas to be disrurbed. These studies shall be conducted
by qualified professional cultural resource specialists or qualified paleontologists, as
appropriate, and a rePort prepared itemizing the findings. A plan wif then Ue suUminea
making recorlmendations for the protection of, or measurcs to be taken to mitigarc
impacts for identified cultural or paleontological resources.

If culrural resources or paleontological remains (fossils) of significant scientific interest
are discovered during opcrations under this lease, the I-esseJprior to disturbance shalt
immediately bring thern to the attention of the appropriate authority. paleontological
remains of significant scientific interest do not inituai leaves, fems or dinosaur tracks
commonly encountered during underground mining operations.

The cost of conducting the inventory, preparing reports, and carrying out mitigating
measurcs shall be borne by the Lcssee.

Stipulation #2
If there is rcason to believe that Threalrryg or Endangered (T&E) specics of plants or
aniry{s' or migratory bird species of high Federal interest occur in tlie area, the Lessee
shall be requircd to conduct an intensive field inventory of the area to be disturbed and/or
impacted. The inventory shall be con-ducted by a qualified specialist and a report of
findings wil_l be prepared. A plan will be ptepatea making.*.o*.ndations for the
protection of these species or acdon necessary to mitigate the disturbance.

The cost of conducting the inventory, preparing reports and carrying out mitigating
measures shall be bome by the Lessee.

It'JfimBpoRATED
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Stipulation #3
The l-esscc shall bc required to pcrform
quantify thc existing surfacc resources on
may bc used if such data are adequatc fo
adcquate to locate, guantify, and dcmor
topography, surfacc and ground water hydr
will be established so that future prograns of observation can be incorporated at regutar
intcrvals for comparison.

Stipulation #f
Powerlines used in conjunction with the mining of coal from this lease shall be
constnrcted so as to proridc adequate protection foi rapton and other large birds. When
feasible, powerlines will be located at lcast 100 yards from public roads. 

-

Stipulation #5
The limited area availablc for mine facilities at the coal outcrop, steep topography,
adverse winter weather, and physical limiutions on the size 

"na 
aesign of 

""".r, 
roads,

are factors'which will determinc the ultimate sizc of the surface ,r". uilir"d for the minc.
A site-specific environmental analysis will be prepared for each new mine sitc
development and. .for maj9l improvements to exiJting developme*t ,o--riil;;
alternatives and mitigate conflicts.

Stipulation #6
Consideration will be given to site selection to reduce adverse visuat impacts. Wherc
alternative sites are available, and each alrernative is technicalty feasible, the alternative
involving the least danage to the scenery and othcr resources shall be selected.
Permanent structurcs and facilities witl be deiigned, and screening techniques employed
to reduce visual imPacts and, wherc possible, aihieue a final land-scape cJmpatiUle with
the natural surroundings. The creation of unusual, objectionable, or unnatural tandforms
and vegetative landscape features will be avoided

Stipulation #7
The l-essec shall be required to establish a monitoring system to tocate, measurc andquantify the prygressive and final effects of unaerfound mining activities on thetopographic surface, underground and surf-ace hydrology and vegetati6n. .The monitoring
system shall utilize techniques which will provide a-Continuirig record of thange overtime and an analyical method for location and measurement of a number of points overthe lease area. The monitoring shalt incorporate and be an extension of the baseline data

Stipulation #t
The bssee shall provide for the-suppression and control of fugitive dust on haul roadsand_at coal handling and storage facilities. On Forest Service R6ads (FSR), Lrr""r,,,.y
perform their share of road maintenance by a commensurate sharc agSeement if asignificant degree of traffic is generated that is not retated to their activities.

tFtcflF!ToRATED
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Stipulation #9
Exccpt at locations specifically approved b
thc surfacc management agency, undcrgrc
such a manner so as to prevent surface iul
hazardors conditions srrch as potential c
danagc to existing surface structurcs, anr
sttams. Thc Itsscc shall provide spccifir
and determinc correctivc measues to assu
and pcrcnnial supams arc not damaged

Soing must be conducted in a manner necessary to prevent subsidencc in thc Unle Bearcanyon area of the lease with overburden 
-l"rr'than 

600 f*,, ;;i.ss it can bedcmonstrated to the satisfaction of the Authorized officcr, with concurrence of thcsurfacc management agency' that the effects of subsidence to Uttle Bear creek and thcassociated ecosystem would be negligible. This rcquirement rh.Ii;pty to each seammined.

Stipulation #10
In order to avoid surface disturbance on steep canyon slopes and to preclude the need forsurface access' all surface breakouts for ventilatioo runn"ls shall bc constructed frominside the mine, except at specific approved locations.

Stipulation #ll
If removal of timber-is required for clearing of construction sites, etc., such timber shallbe removed in accordance with the regulatiois of ne sutrace management agency.

Stipulation #12
The coal contained within, and authorized for mining under this lease shall be extractedonly by underground mining methods.

Stipulation #13
Existing Forest service owned or permined surface improvements will need to beprotected, restored, or replaced to provide for the continuance of current tand uses.

Stipulation #14
as, elk calving and deer fawning areas,
vildlife habitat and/or activities, 

'specific

r may be curtailed during specified periods

Stipulation #15

milar developments will be removed from

use.

II'.ICfi[iPORATED
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Stipulatlon #16
The [,csscc, at thc conclusion of the mining operation, or at other times as surface
distt[bance related to mining may occur-, will replace all damaged, dist'rbcd or displacJ
corner psJilrmglts (scction cornellt, l/4 corners, etc.), their accessories and appendages
(witness ftcs, bearing Eees, etc.), or restorc them to their original condition andlocati6n,
or at other locations that meet the requirements of the rcctangutar surveying system. This
work shall bc conduc*d_Iltre expense of thc kssec, by a professiondtand surveyor
registered in the Statc of Utah, and to the standards and guidelincs found in thc Manuaiof
Surveying Instructions, united States Departnrent of the Interior.

Stipulation #17
The Lessee, at their expense, will be responsibte to replacc surface and/or developed
groundwater sources identified for protection that may bc lost or adversety affected by
mining operations, with water from an alternative source in sufficient quantity, flow ratj,
and quality to maintairi existing riparian habiut, fishery habitat, liveitock and wildtife
use, and other land uses (authorized by 36 CFR 251).

In order to adequately Protect flow from Unlc Bear Spring, the Lessec must enter into a
wrinen agreemenl with the Castle Valley Special Services District (CVSSD) to assure an
unintemrpted supply of culinary water equivalent to historical flowsfrom the spring. Ttre
agreement must be in place prior to mining.

If the provisions of the agreement are not implemented and/or a replacement water source
immediately available, before the I-essee begins mining in the areas described below,
they must submit a plan to the Authorized Officer to identify measurcs to be taken by the
I-essee to ensure that potential water sources for Linte Bear Spring arc not impacte-d by
mining. If necessary, this additional plan will be required for mining in areas described
as:

Mill Fork Graben - Area within 1,000 feet of the southeast corner of the lease in
Section 8 (corner of Sections 8, 9, l?, and 16 in T, 16 S., R. Z E., SI.I\[).

North of Linle Bear Spring (possible water-bearing fracture system) - Area within
1,000 feet of the southern boundary of the lease in section b, T. t6 s., R. 7 E.,
SIM).

INCOIlFORATED
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srrpr,rr-ArroN FoR r^*:tt#$iLoNAL FoREsr s ysrEM
I,JNDER JI,'RISDIETION OF

THE DEPARTMENT OF AGRICI'LTURE

The liccnscc/permincc/lcssirc must compl;
Sccctary of Agriculturc sct forth at fid
Regulations governing the usc and manag(
whcn not inconsistcnt with the rights gral
license/permitfleasc. Thc Secretary of A
complicd with for (l) aU use and occup
pcrmit/operation plan by the Secretary of Inr
such as Forest Devclopment Roads, within
l*.d by thc Secretary of Interiot and (3) usr
by a pcrmit/opcrating plan approvcd by the Secretary of the Interior.

All maners related to this stipulation arc to bc addressed to:

Forcst Supcrvisor
Manti-La Sal National Forcst
599 Wcst Price RiverDrive
Price, Utah 84501

Telcphone Numben 80I-637 -2817

who is the authorized representative of the Sec
,fi,a'-r/;a ,.
/ua,e.cfi, Fe7o.t t4 '+?< .

Stipulation #19
.ABAI{DONMENT 

OF EQTJIPMENT:
Thc lessec/operator is responsiblc for compliance and reponing rcgarding toxic andhazardous material and substances under reaeral Law and all associated amendments andregulations for the handling of such materials on the tand surface and in undergroundmine workings.

The lcssec/operator must rcmove mine equipment and materials not needed for continuedopcrations, roof support and mine j"rity from unarrgrounJ-t;;rki;;; ;;;-;;abandonmcnt of mine sections. Exceptions can be uplioura by the Authorized officer(BI-Ivf) in consultation with rhe surfacc mr

conditions and subjecr to appropriate penalties under the IeagNCfiRPORATED

Douglas H. Smith, President Li c en seelPe rmi nee/Le ssee

l.Pit | 5 2005

DIV OF OiL GAS & MINING



t
All safc and accessible areas shall be insl
notify thc Authorized Officer in writing 3
mine and state the reason for closure. hir
inspect the area and certify through docun
substances, and used oil that is intended to
may participatc in this inspection. The pu:
documentation for compliance with 42
Management Rule R-315-15, and ro assul
timc of lease relinquishment, (2) ro docuu
location of equipment/machincry (model, t;
that is proposed to be left underground. In
thc lessee's expense and shall be submin
certification.

Stipulation#?.0
WASTE CERTIFICATION:
fitc lessee shall providg on a yearly basis and prior to lease relinquishment, certification
to the lessor that, basedlPon^a complete seatch of all the operator's records for the mineand upon their knowred_ge of past operations, there has been no hazardor:-;il;;;;;
defined as Per (40 cFR 302-4) or used oil as per Utah State Management Rule R-315-15,deposited within the lease, either on the surface or undergroun-d, o, that all *;;difiaction necessary has been taken to protect human health and tire environment withresPect to any such substances remaining-on the property. The back-up documentation tobe provided shall be'described by the-lessor p.iot,o the first certification and shalinclude all documentation applicable^to 

th9 Emergency Planning anJ community Right-to-know Act (EPCRA, Public Law 99499), Title-Itr or tnr supirruna e.rna..nts andReauthorizatioh Act of 1986 or equivalent.

Stipulation #21
il{AXIMI.JM ECONOMIC RECOVERY
Notwithstanding the approval of a resource recovery and protection plan (R2p2) by theBLM, Lessor reserves the right to seek damages against the operator/lrrrr" in the event(l) the operator/lessee fails to achieve maximum e-conomic ,""onrry Orril [as definedat 43 CFR $ 3480.0-5(21) of the recoverable coal reserves or (2) ti" op"r"tor/lessee isdetermined to have c-aused-a wasting of recoverable coal ,rr"r".r. ui111ugrs shall bemeasurcd on thc basis of the royalty that would have been payable on the wasted orunrecovered coal.

The-. parties recognize that under an approved R2P2, conditions may require amodification by the oPerator/lessee of ttrat pian. In the event a coat bed or portion thereofis not to bc mined or is rendered unminabre by the operation, tne operatJr;ffi ffi;;appropriate justification.to obtai-n approval by the eO to leave ,urh ,rrr*es unmined.
{Ron approval by the Ao, such .oa. uras or portions thereof shall not be subject todamages as described above. Further, nothing in this section ,iJt 

-prrurnt 
theoperator/lessee from exercising its right to relinq-uish all or a portion of the lease asauthorized by statute and regulation.

INCOFiPOIIATED
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tr thc cvent the AO dctermines that the R
result of changed conditions, the AO will
required undcr applicablc rcgulations. Thc
idcntifying additional reserves to be minc
adminis[ative orjudicial ruling uphotding sr
unmined (wasted) undcr thu plan will be r
paragaph under this section.

Subject to the right of aPpeal hcreinafter sct forth, payncnt of the value of the royalty on
such unrnined recoverablc coal neseryes shali become due and payable upon
determination by the AO that the coal reserves have been rendered unminabte or at such
time that the lessee has demonstrared an unwillingness to extract rh;;;. 

---'

The BLM may enforcc this provision ejther by- issuing a written decision requiring
Pa)lment of the MMS demand for such royalties, ot-Uy issuing 

" 
no,i." of non-compliance. A decision or notice of non-compiiance issued 6y the drrot,r,* payment isdue under this stipulation is appealable as allowed by law.

i r  r r  i l i  ; '  r ; l :4{ \TED
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Fe b. 26. 2001 4 :02Pll llo. ?438 P. 2/6

SI.JBLEASE FOR UTAII STAIE, LEASIE FOR COAL
ML4E258

This Sublease of Utah State Leaso for Coal, ML-48258, ('sublease') is dateil as of

October 1, 2003 and becomes effective upon receipt ofwrittpu consent from tbe Sdrool and

Institulional Tnrst Lands Administration. Ttre Subleaso is by and betwee r PACIFICORP, an

Oregon corporation, having aD ad&€ss at One Utah Ccntcr, fOl Soutb Main Sreeg Suirc 2300,

Salt-Lako iity, Ut.h 8411I as "sublcssor" and ANIDALD( $.esources, Inc., f'Al.{Dru-EK) a
Delaware corporation, with offices d 45 West 10000 Soutb, Suite 401, Sandy, Utah 84070, aDd

Intermountain Power Agency, C'PA'), a politicat nrbdivision of the State ofUtab with ofrces
at 10653 South River Frout Parhlay, Suite l2O South Jordap, Utah 84095 (each as to an

undivided fifty percent (50/o) interest), with AI.IDALH( and IPA being collectively hereinaftcr

referred to as "Subl6see."

RECITAIS

A. Utah State Lease for Coal l\,fl, 4E258 (the "Mill Fork Lease') was issucd to
pacifiCoqp effective as of April I, 1999 by the State of Utatr qcting by and through thc Sdrool

and Institutional Tnrst Land Adnidstration- A copy ofthe Mill Fork Lease is attached to this

Sublease as Exhibit "A".

B. The United States ofAmerica, acting throug[ tlre Brueau of Land Mrnagernent,
issued to the Subtessee Unitcd Statcs CoaI l-ease tlTU-78953 effective as of Augnst l, 2003, ou

lauds identified as the South Crandall Canpn Tract. A copy of Leasc UTU-78953 is attached as

Exhibit'8."

C. The Mill Fork Leese contains a 40 acre pucof ttrat is surroundcd on threc sidcs by
lands lnder lease to the Sublessee and is readily acc,essible for mining operations from these
lasds.

D. Exhaction of the coal resource from this 40 acre parcel aPPears to bc most logical
from the South Clardatl CanpnTracr

E. It is in the mutual best interest of Sublessor, $ublessee, and the School aad

Institutional Trust Laods Administration for Sublessor to Sublease to Sublessee the 40 acre
parcel as described hercin and to allo'iv it tobe rhined iu due cource throughthe operations of

Sublessee.

AGREEMENT

In consideration of the pronises and thc rights and obligatiorrs and mutual covenants and

conditions set forth hcrein and for other good and valuable consideration' Sublessor and

Sublessee agree as follows:

l l.r{)r. r::p,fiRATED
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Fe b. 26, 2004 4 :02Pll No. ?438 P. 3/6

1. Sublease Lands. Tbe "Sublease Lands" consist ofa 40 acre parcel locatcd
in Emery Corurty, Utah more particularly describcd as follows:

Townshio.J6.South. Range 7 East. SLB&M:
Scction 8: lWl/4l.IWl/4

Conuiniug 40 acres qlorc o.{ le.s.s.

2. Granting Clausc. Sublessor hereby sutleases thc Subleasc Lands to
Sublesseg subject to the terms and conditions ofthe $ill Fork Lease. Sublcssee will
have the rightr hereundcr to €xercise all operating rigtrts hcld by Sublcssor as the Lessce
undcr the Mill Fort Lease.

3. Term. This Sublease shallbecome effi;ctive upotr apprcval by the Sc,hool
and Instinrtional Trust Iands Administration.
rrnless terminated earlier as provided hereiq :
IfSublessee has not given Sublessor not less
Sublessee's intent to tcrminate this Sublease
Sublease shall automatically be exteuded for an additional term of l0 years.

4. Bonus. Sublessee shall pay to Sublespor as consideration for the execution
of this Sublcasc a onc timc'Bonus" in the anount of which shall be
payable yi'hin l5 days following tho offective date ofthis Sublease. Palment from
Sublesses to Sublessor may be madc by check or by wire hursfer in accordance with
instuctions received by Sublessec from Sublcssor-

5. Conduct of Operations. Sublessee strall couduct, and shall causc its
operators and contractors to conduct, all operatiops undcr this Sublease in a lawful,
pruden! good, efficient and worlsnanlike manner apd in cnnpliance with all applicable
fedcral, state and local laws and regulation$ including tbe Utah Coat Mining and
Reclamation Act.

6. Compliance with Mill Fork Leass. On the Sublease Lands, Sublessee
sball perform and satisff all of the Sublessor's obligations uuder the Mill Fork Lease to
maintain the Mill Fork Lease in good standing and frce of breeches. Sublessor agrees to
make palmcnt of all fees, rentals, and royalties becoming due under tho Mill Fork Lease
save and except tbe payment of royalties on production fiom thc Sublease Lands which
Sublessee agg€es to make direotly to the School and Institutional Trut Lands
Administration. Upon receipt of an invoice from Sublessor, Sublessee will reimbruse
Sublessor for the proportionate share of any such fecs and rentals attributable to the
Subleased knds.

I[,] ( ){") }ri F tl': n g15P
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7, Temination or . Patial Surrepde[ o.r Relinquislungnt by Sublesscg.

Sublessee may sur€nder and tcrminate this Sublease st any time by pui"g 90 days prior
written notice to Sublessor. Sublessce may $Eendqr and terminate this Sublease as to a
portion of the Subloase Lands only with the prior conseot of Sublessor, which shall not be
unreasonablywithhold

8. Default. In the eveut of failrre of Sublessee to make the payrrent of the
Bonus to Sublessor, or a failure of Sublessee to make a paymcnt of the rcyalty duc to the
Sohool and hstitutional Trust lands Administration hereunder wilhin the timo herein
tixed for zuch payments, Sublessor may give wiUep noticc to Sublessce of such defailt
aud Sublessee sba[ bave a period of l0 da5ns after its receipt of such noticc of paynent
default to consct such paynent default. In the evenl of failurc of Sublessec to comply
with provisions hereunder other than thosc requiTulg payrnents, Srrblessor Tay gve
wrineo notice to Sublessoe of such default and Sublessee shall have a psrid of 30 days
after its receipt of said notice to concct such defauli. If Sublesscc does not correct nrch
palment dcfault withh l0 days aftcr its recoip of such notice, or such other defaule
*ithin 30 days after irs receipt of such notico, Sublessor may, at its option and without
waivs or limitation of any other reinedies, terminate this Sublease without firlhernoticc.

9. Assignmerrt. Sublessce shall not assigp this Sublease or any interest held
hereunder without thc prior written consent of Sublessor, which conscnt shall not bc
unreasonabtywitliheld.Subjccttothcforegoing,ttisSubleaseshallinrrrctothcbe,nefit
of and be binding upon the parties hereto and thcir rcspcctivc successorc and assigns
down the lina. 

y; !

10. Exchange Aseement. This Subleasp is'exccuted in accordance with thc
terms and conditions of that certaiu Exchange Ag;eerneut exccuted among thc partics
concwr€rntly with the exccution of this Sublease. Iu the evmt of conllict, thc tcrms and
conditions of the Exchange Agreement shall prevail-

IN WTINESS WHEREOF, Sublessee and Sublessor have executed this Sublease
elfective as oftbc date stated above.

STIBLESSOR:

PACIFICORP, an Orregon corporation

i l i{-r'nnf,}R 
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stateof /ta'/c

connty "r /e'# &Jd)*
t-,

On this | / daY of

Known to me to be the
within insrume'ut and
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INTERMOI.JNTAIN POWER AGENCY

Titlc: Gensal Managcr

AT.IDAI,D( RESOIJRCES, INC.

Doustas H. Snrth-_Pres;derr!

corporatiorr acecuted thc sanc.

N0.7438 P. 5/6

e/)#.
frlH

of lhe corporation that exeouted the

NotaryPublic
Residing at: l7?6rBl$]r i tAllt
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)
) ss.
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personally'appearcd

Krrown to me to bc the
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) ss.
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on this l}{t day of F.6ruu, ? .2004, before \  L  Cro r . l t

Known to me to bc thc
within fuutnrment and achowledged to me that such corporatiorr executcd the samc.

NotaryPubl id t  . .1 t
;i#ri";o', ,,s/'/ 'f u!1 4-
My Corimi t A
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